
‘Shared Services: where now? A guide to Public Sector Implementation’ is the title of a 

report by PricewaterhouseCoopers (PWC), published by CIPFA (2008).
1
 

 

In the introduction, Alan Edwards, Chair of CIPFA’s IT Panel writes:  

“…we feel there is a strong business case for sharing services for both back and front office”  

  

Mr Edwards does not say what the business case is. I imagine it amounts to no more than the 

assumptions that such designs will lead to ‘economies of scale’ and, as part of that, lower 

transaction costs. These are plausible but unsound ideas.  

  

The report has an introduction reminding us of the government’s agenda for change, 

presumably to give weight to the following contents: ‘Changing the dynamics of front and 

back office’, ‘creating a successful shared services programme’, ‘delivery models for shared 

services’, ‘design, implementation and optimisation issues’, ‘lessons learnt’ and finally 

‘strategic principles for a shared services approach’. What might look like a promise of 

constructive guidance actually turns out to be consultant-speak, a mixture of plausible and 

absurd ideas, none of which is supported by evidence of efficacy and, as a whole, the report 

provides sycophantic support to the reform regime.  

 

David Craig
2
 points out that in ten years the regime has invested a trillion pounds without 

achieving improvement. My own book
3
 provides evidence of the ways in which the regime’s 

prescriptions result in worse public services and higher costs.  

  

Sharing services is a central theme in the regime’s flawed ideology, it is something that is not 

easily undone; mistakes create costs over the long term. We already have more examples of 

folly than improvement; hence this paper is a necessary riposte to the PWC report.     

  

Sycophancy and compliance   
In its introduction, the report tells us that ‘pressure is mounting’ for back-office functions to 

run efficiently and demonstrate value for money. We are not told why many recently-created 

back-office functions are inefficient and poor value for money (something to which I shall 

return). Instead we are offered ‘key questions’ that any back-office function should be able to 

respond to ‘positively’:  

  

We are asked questions like: Is the back office fit for future challenges, does the back- office 

team have the skills required for today and tomorrow; is the team able to improve 

management disciplines across the organisation? And we are asked if ‘strategic’ and ‘service 

planning processes’; whether we can account for spend and, in particular, ‘spending patterns’; 

and whether the ‘front line’ has the resources it needs to deliver its targets.  

  

What does any of this mean? Deming used to stress the importance of operational definitions; 

useful because good operational definitions ensure we all understand the same thing in terms 

of what to do. When I read the above I wonder whether these whether these statements 
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represent a failure to have any useful knowledge about what has gone wrong with ‘back-

office’ designs and what to do to put them right.     

  

To conclude the opening argument, the report tells us the back-office function should rise to 

the challenge of ‘improving performance, delivering insight and maintaining control’. 

Perhaps we would be better off knowing what is affecting performance in back-office 

functions and why they have failed so miserably as to warrant such a report.  

  

The role of the ‘back office’  
As we move on to ‘the dynamics’ of front and back office’, we are told the back-office might 

take on any of four roles: ‘commentator’, ‘business partner’, ‘score keeper’ and ‘diligent 

caretaker’.  

  

‘Commentator’ means shifting report production from reconciliation to insightful analysis. I 

wonder why we apparently lacked ‘insightful analysis’ before the back- office was created 

and what data one might collect now, how it might be used and whether any of this gets us 

out of the problems we have or merely engages our energy in doing the wrong thing righter.  

  

‘Business partner’ means ‘building business knowledge’, ‘strengthening reputation’ and 

‘earning a place at the decision-making table’. It is to imply that the back-office has these 

problems, but we don’t know why; we also don’t know whether these ideas constitute 

solutions.  

  

‘Score keeper’ means ‘automation’ and ‘process efficiency’. Yet automation can often lead to 

less efficiency. We get no help with how to make decisions about automation.  

  

‘Diligent caretaker’ means ‘educating the business to do the right thing’. But we get no help 

as to how, nor do we learn how we got to a position where the business is doing the wrong 

thing.  

  

Instead of providing illumination for the employment of these roles – what to do – we are 

told the back office must achieve the desired balance between another three critical roles: 

‘managing compliance and control’, ‘driving efficiency’ and ‘providing value and insight’. 

Anybody reading this report, wondering what to do, would be experiencing considerable 

frustration by now.   

  

In ‘driving efficiency’ we are told one of the means is ‘standardisation’ of services; a sure 

way to drive inefficiency. I shall return to this.   

  

If the reader is not already confused, we are now told that these three roles must be carried 

out in the face of potentially conflicting demands: ‘value add’, ‘efficiency’ and ‘control’. 

And, to make a ‘real difference’ back offices must ‘integrate into front- line delivery’ and 

‘pass on detailed business knowledge’, and to achieve this, the back office must focus on 

things like:  

  

Improving management skills, capabilities and competencies; integrating systems and 

processes, joined-up planning and performance management, understanding the drivers of 

performance, tracking performance against targets and establishing fit-for- purpose 

governance.  

  



We are then told such ‘first-class’ performance cannot be created overnight and we will need 

a clearly articulated change programme which should include: setting direction, identifying 

the gaps, structuring the function, aligning people, aligning processes, aligning systems. And 

if you do all that right you will get the following benefits: information for decision-making, 

monitoring and forecasting, planning and reporting.  

  

In the margin I found myself writing ‘twaddle’, frequently. This report is full of meaningless 

consultant-speak. Any manager who is influenced to act in accordance with the report’s 

recommendations would be, in my view, either completely gullible or seeking to show 

compliance with the regime for other purposes.  

  

We only need to look at what compliance with these ideas has already brought us to question 

the usefulness of the ideas.  

  

What is the problem?   
The report fails to account for why it is that we have created back-office factories that don’t 

work very well. They don’t work very well not because they are not big enough (the 

assumption behind the report) but because they are poorly designed – a design, not a scale 

problem. Typically, back offices have been built assuming that all work is value work, 

whereas the truth is that much of the work is ‘failure demand’ – re-work or progress-chasing 

generated by failure to do something right in the first place. This kind of failure demand is 

created by the very design public-sector managers have been coerced to follow.  

  

We have treated IT as an ‘enabler’ of the back-office designs, but in reality the way IT is 

used locks in costs. Work is assumed to be something that can be broken down into ‘tasks’ 

and the ‘tasks’ can be sent electronically to the ‘right’ desks. Managers may be able to 

monitor activity and performance against targets, but having no relation to the purpose of the 

activity these measures actually blind them to the reality of what is happening in the work – 

hence the common phenomenon of a unit that simultaneously meets all its activity targets and 

delivers appalling service to customers, in turn generating more failure demand.   

  

In my 2008 book I provided evidence of the waste created by IT-led back-

office ‘transformations’. As well as failing to deliver efficiencies, services worsen and often 

managers re-employ local administrative staff to replace those taken away by the new back-

office (factory) design.  

  

Why did we do this?  
Because the regime believes in ‘economies of scale’. It is a folly. Economy in service design 

is achieved through understanding flow, not scale. Understanding the predictability of failure 

demand will help managers turn off the causes (by re- designing services such that they work 

for citizens). Understanding value demands will help managers design services that allow 

citizens to ‘pull value’ – get what they want from a service. Often this will mean improving 

‘front-office’ services, for where demand shows high complexity (as, for example, with 

housing benefits and planning) the only way to improve the service and reduce the costs is by 

putting the right expertise (dictated by demand) in the ‘front-office’. These designs have no 

‘back office’ and achieve results that put government targets in the shade.  

  

It should be stressed: there are some services for which a ‘front-back’ office split will only 

create waste and worsen the service.  

  



The regime’s obsession with ‘economies of scale’ is paralleled by its obsession with reducing 

costs. In this report we are told of five approaches to reducing costs: centralisation, 

outsourcing, replacing people with technology, improving efficiency and creating a corporate 

centre. While these, with the exception of outsourcing, may, at times, lead to cost-reduction, 

it generally the case that managing costs actually drives up costs. The way to drive costs 

down is to manage value, a subject that is entirely missing from this report.   

  

How did we do this? 
The regime has promulgated the idea that front-back office designs should be driven by IT. In 

order to specify the IT consultants are engaged to identify the ‘tasks’ to be done and the 

‘processes’ to which they belong. Hence we get standardised work designs. The assumption 

is that standardisation will be efficient.   

  

One important feature of service organisation is the variety of customer demands. Anything 

that managers do to prevent the service from absorbing variety will drive up costs through the 

creation of waste. Standardisation is one way to prevent the service from absorbing variety. If 

standardisation is cemented into the IT (though rules), costs are locked in.  

  

How should we have done this?  
First of all, we should have recognised that not all services can be shared in the sense of a 

back-office, front-office model. As described above, housing benefits and planning operate 

best with only a ‘front-office’ design (to use the regime’s language). It is possible that 

achieving such a design across many sites in, for example, a unitary council, could lead to 

constructive ‘sharing’ of the necessary support activities (for example dealing with changes 

to legislation). This might be labelled a ‘front-office / support-office’ ‘shared’ service design, 

but labels are always dangerous things.  

  

Secondly, we should learn that the best route for ‘sharing’ anything is to start by 

understanding the current service’s performance where it is currently delivered. To achieve 

this we need to study demand (what customers want from it), capability (how well that is 

currently delivered), value work (the thing the customer wants to ‘pull’ efficiently), and 

waste and its causes (which will teach us how targets, IT, and other specifications are the real 

problems). The second step is to improve the service where it is currently being delivered. 

Re-designing the service teaches managers about service design (and will alert them to the 

dangerous assumptions behind this report). Finally, the parties involved can now have a 

knowledge-based discussion about whether there are aspects of the services that can be 

shared to achieve further improvement in performance (service and/or efficiency).  

  

The fundamental thinking problem  
The problems with shared service design – as currently promulgated by the regime and 

reinforced in this report – are created by assuming that work should be treated as 

‘transactions’ and ‘tasks’, managed by IT. The cost of service design is in flow, not 

transactions; it is the total number of customer transactions and the subsequent costs of 

delivering the service that matter, not the cost per transaction. By assuming that costs are in 

transactions we have built factories with low cost per transaction but which deliver high-cost, 

poor-quality services (I give examples in my book). By using IT to manage ‘tasks’ – sending 

work to people according to rules, measuring the measures in use focus on activity and not 

the total costs of delivery.   

  



This folly is about to be compounded if the report’s authors have their way. The report 

includes a section on the future role of the front office. The authors’ ‘public sector local 

delivery model’ envisages all public services – sharing both front and back offices. This is to 

assume, first, that all public services – health, police, council services and voluntary agencies 

– could and should be accessed via the same call centre, and, second, that the transactions in 

the call centre can be managed independently of the service expertise – whereas in reality 

many of these calls will be intimately connected to the service work.   

  

This is how ‘access’ (build a call centre) leads to waste (failure demand): the way in which 

the design will deal with the variety of demand will be to write ‘scripts’ and/or put the 

‘knowledge’ into the computers, keeping the workers ‘in control’.   

  

Such designs actually drive the system out of control; they unavoidably drive up waste. From 

the citizens’ point of view this means it gets harder to get a service. From the taxpayers’ point 

of view it means public services cost more.  

 

Public service leaders should think twice before following the CIPFA/PWC report. While it 

might get you a tick from the Audit Commission, you risk locking in costs and providing 

poor quality services over the long term. 

  

John Seddon 
 


